OVEMBER 2023
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The media and entertainment
industry has always been

a poster child of creative
destruction. But in recent
decades, digital disruption has
tested tried-and-true business
models as new technologies,

new entrants, and shifting
consumer behaviors accelerate
waves of innovation and change.

The result is a proliferation of content fragmented across multiple
platforms, digital networks, and channels. All are competing for a share
of consumer discretionary spend and advertising dollars—both of which
have been adversely affected by strong macro headwinds as well as
consumer fatigue and frustration.

Legacy media businesses such as broadcasters, publishers, and
traditional advertising channels—which historically were able to extract
a significant share of value from media profit chains—must adapt to
this evolving ecosystem to survive. Meanwhile, emerging players must
vigilantly defend their competitive moat in an increasingly crowded
environment. Taking their eye off the ball for even a moment could allow
others to jump ahead.




APPETITE FOR DISRUPTION:
WHAT'S NEXT FOR MEDIA IN 2024?

" Wholesale distribution will fuel subscriber growth for streaming services

Even with the growth of streaming, FIGURE 1: WHAT HAS PROPPED UP THE PAY TV BUNDLE?
a future model to replace the AND WHAT WILL FALL?

highly profitable Pay TV structure
has yet to take shape in a way that
satisfies both industry players and
consumers.

Newer
disruptions

While the future model remains

uncertain, wholesale distribution
deals are bringing operators and
streaming services together—a =~
strategy that diverges from the
“emulate Netflix” trend of the T~
late 2010s.

\

ise in Fasy

[ £

/

e/l
we wrote about how the Py, ;.";gtm
(o]

decline of the Pay TV bundle Payoffé”
operates like a game of Jenga. &
Each new disruption is like pulling
another block out of the tower.

Unless Pay TV operators pivot, it's

only a matter of time before the

whole tower topples over.

In August, the tower started to @

]y

oQ
3\5‘
&5

N

shake with the Charter-Disney
carriage dispute. Stock prices in
the ecosystem plunged as TV
industry players and investors
waited to see if the tower would
topple. The negotiated agreement

served as a block pulled out
without collapsing the tower.
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https://insights.alixpartners.com/post/102il5k/the-collapsing-tower-of-the-pay-tv-bundle

In the wake of the Charter

and Disney agreement, it's
evident that traditional Pay TV
providers are not ready to go
down without a fight. Cable
providers know higher carriage
fees will not continue to offset
lost revenues from a declining
subscriber base, especially

as programmers move more
premium content exclusively to
direct-to-consumer (DTC).

In Charter's case, its weakness acted as a strength. Through
preemptive diversification away from Pay TV as a main source
of revenue, the company claims to have “reached the point

of economic indifference” with its Pay TV business model.
Calling attention to DTC vulnerabilities demonstrated that
programmers have more to lose in this evolving landscape,

and the proof is in the bottom line. Disney could have lost $4
billion in yearly free cash flow (FCF) without the new agreement,

A pivotal aspect of the Charter-Disney deal was its DTC
wholesale distribution agreement. Disney+ (the ad-supported
tier) and ESPN+ will be provided to an estimated 9-10 million
premium Spectrum cable subscribers, sold to Charter on a
discounted wholesale basis.

Over the next year, Pay TV providers will follow a similar framework when executing distribution deals with
other DTC providers that maintain linear assets. With that said, this will not restore Pay TV to its peak-profit
glory days—we anticipate cord-cutting will accelerate in 2024 (see Figure 2 below).

FIGURE 2: ALIXPARTNERS PROPRIETARY CORD-CUTTING MODEL, U.S. HOUSEHOLDS (MM)

110

100 |
90
80
>
o 70 <,
[a'g
[WE)
m
260
> C12% )
p
QC50 ~
Ll \
m \
(@] ~
o
[9p]
20
10
0
~N~N oo o o @ @- 9>~ oo, v~ o oo o -~
S 8§ 8§ 5 5§ 5 5 5 5 5 5 5 5 & &8 9 9 § B g §

== Pay TV subscribers
Source: AlixPartners analysis

AlixPartners 2024 Media and Entertainment Industry Predictions Report



https://www.barrons.com/articles/disney-spectrum-outage-charter-f54bf94d

GLOBAL TV MARKET GROWTH WILL BEGIN TO LEVEL OFF AS PAY TV REVENUES
CONTINUE TO SHRINK AND THE STREAMING MARKET CONTINUES TO MATURE

As a result of a tapering CAGR, it is unlikely the market will support the 80+ streaming players that exist today
globally, leading to streaming consolidation in 2024. In the U.S., we foresee streaming as a “winner-take-most”
market with 4-5 winners.

FIGURE 3: GLOBAL TV MARKET AS PERCENTAGE OF WORLD GDP BY YEAR'
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1. World GDP (constant 2017 USS) from World Bank; Goldman Sachs World Real GDP Forecast (% change, YoY), Statista, AlixPartners Analysis
Note: Forecast figures are subject to change depending on macroeconomic and geopolitical factors

WE SEE THREE KEY SIGNS THAT THE GLOBAL TV MARKET IS APPROACHING A
CRITICAL INFLECTION POINT:

. Combined Pay TV subscription and ad revenues will
1 ‘E)vlimlilglilgngr{levenue pool fall to 0.16% World GDP in 2024 (falling at a negative
y -3% CAGR since 2017)

S - OTT revenues will reach 0.21% World GDP in 2024.
Df:x{ﬁrg;'?ﬂé%sggfgplng @ However, high double-digit growth of 22% CAGR since
O achos Mot 2017 will slow to a 5% CAGR from 2024 to 2026 -

y demonstrating platform maturity

Approaching bl With rising premium subscription prices, consumers
el s Bl W'"'.ng.to spend have started seeking alternative OTT offerings
on premium subscription tiers
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THE TIDES WILL TURN BACK IN FAVOR OF BUNDLED OFFERINGS

DTC providers will need to tap into wholesale licensing Global estimates forecast that bundles will constitute
and distribution to unlock incremental value in streaming one-fourth of global subscriptions by 2028. We believe
markets. bundles that include Pay the opportunity for streaming bundles in the U.S. could
TV, broadband, or wireless plans alongside a streaming be even higher than global estimates—with the potential
subscription will generate 70% of OTT video net sub adds. to surpass 50% of total subscription video on demand

_ ) , (SVOD) purchases through telco or aggregator bundles.
At the same time, consumers are increasingly overwhelmed

by the proliferation of platforms, rising prices, and disparate
billing sources for multiple subscriptions. Demand for
bundles is growing as consumers crave a simplified
experience—more content with fewer apps to flip between—
and better value, as they save 20-50% with bundled services
vs. subscribing a la carte.

The current streaming bundle value chain is a complex
ecosystem with more than 1,200 documented partnerships
between streaming services and wholesale distributors
such as telcos and cable providers.

FIGURE 4: STREAMING BUNDLES VALUE CHAIN
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https://variety.com/vip-special-reports/streaming-service-bundles-special-report-1235679809/

IS THE NEW “STREAMING WAR" BECOMING
THE “STREAMING BUNDLES WAR"?

It remains to be seen whether telcos, big tech

companies, or streaming providers themselves
will dominate in a world that leans wholesale.
Can traditional multichannel video programming
distributors (MVPDs) remain the wholesalers of
choice in a world without Pay TV if they pivot to
provide bundled streaming offerings with virtual
MVPD and SVOD?

FIGURE 5: SMART OPERATORS SHOULD THINK ABOUT THE BUNDLE'S FUTURE IN 3 WAYS
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The pendulum will swing back toward bundled offerings, but to what extent? Different operator
bundles encompass varying levels of “invasiveness” to streaming businesses, and DTC providers
will want to weigh the trade-offs. Do the upsides of bundles—greater net new subscribers, lower
customer acquisition cost, and reduced churn—outweigh the downsides of lower average
revenue per unit (APRU) for DTC and a requirement for providers to share more data?
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Artificial intelligence will transform the operational and competitive

02

landscape—significantly impacting the advertising and creator
economies—but successful integration hinges on a deliberate approach,
data transformation, and change management

Machine learning (ML) and generative
Al have the potential to revolutionize
production workflows and the content
creation process. But the extent to
which they do so will depend on the
level of disruption that consumers,
writers, talent, and producers have an
appetite for.

We do not expect generative Al to
entirely replace the creative work
done by humans, especially for
premium content. Lower-quality or
high-churn content—such as social

media, email marketing, and basic
script writing—will be almost fully
automated in the next few years.
But human beings will continue to
do the heavy lifting at the top end of
the spectrum.

Instead, we believe Al should be
viewed as a powerful tool that
complements the creative process,
enhancing productivity and
capabilities while a human sits in the
driver's seat. It can streamline tasks,
offer insights, and assist in aspects

of content creation that require a
lower degree of creativity, such as
summarizing or simple editing. This
will enable creators to focus on
artistry and innovation.

As a result, we should separate the
hype from the near-term promise
when exploring what GenAl can

do for media and entertainment
operations. Below, we lay out specific
solutions and practical approaches for
implementing the technology.

WHERE IS THE CREATOR ECONOMY ON THE Al ADOPTION CURVE?

FIGURE 6: THE CREATOR ECONOMY Al ADOPTION CURVE
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THREE EXAMPLES OF RISING GENERATIVE Al USE CASES THAT WE PREDICT WILL
BECOME MORE WIDELY ADOPTED BY THE CREATOR ECONOMY IN 2024:

Creative ad generation and modification: GenAl-enabled tools can streamline ad creative
processes, enhance ad performance, and adapt content effectively—ultimately improving
campaign performance and ROI. Third-party vendor tools can automate simple tasks like
designing basic visuals and generating text and headlines, and can also apply deep learning
to produce personalized ads across various social channels.

Post-production use cases such as simple editing or deepfake dubbing for localization
and transcription services: Companies like lyuno—used by Netflix during the post-
production editing process—are leading the innovation charge in the dubbing and
localization services space. Deepfake dubbing leverages Al to generate voiceovers that
mimic the lip movements and facial emotions of original on-screen actors. This level of
synchronization enhances the overall viewing experience and can make localized content
appear more natural and less disjointed. Also, early experimental use cases of voice cloning
using Al-enabled synthetic voice technology can generate voiceovers that match original
on-screen actors.

As a result of domestic production delays from SAG-AFTRA strikes—the implications of
which will extend well into 2024—streaming platforms like Netflix, Apple, and Amazon
may increasingly turn to international content to fill gaps in their content libraries for the
time being. A shift toward international content could be a near-term accelerator of more
widespread deepfake dubbing adoption in film and TV.

Real-time video analysis is boosting monetization for content rights owners: WSC
Sports is revolutionizing the sports media landscape by harnessing the power of Al to cut,
crop, and distribute automatically generated sports highlight clips in real-time—including
transforming horizontal game broadcasts into dynamic vertical video for social and mobile
apps. The company, which works with hundreds of leagues and broadcasters, provides its
partners with better localization for global distribution and greater personalization through
curated highlights by player, type of play, and video duration. This not only streamlines
back-end processes but enables faster content delivery which, in turn, enhances fan
experience and engagement.

Another example is Al-enabled advanced search for owned IP across audio and video
content archives. These tools recognize and label faces, objects, and actions; identify
topics, sentiments, and emotions; extract keywords; automatically transcribe speech; and
index all captured data for advanced searchability. They also help drive back-end search
functions to identify content that can be repurposed across different platforms, maximizing
monetization of existing media assets.

Use cases can further extend to user-centric platforms. Tubi, for example, is pioneering a
dynamic search feature powered by ChatGPT-4 to assist viewers in navigating its extensive
content library of over 200,000 movies and TV episodes. Over time, machine-learning
algorithms will yield hyper-personalized recommendations for users, suggesting content
that may align with their preferences and moods—giving them less reason to platform hop.
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OVER THE NEXT YEAR, MEDIA & ENTERTAINMENT COMPANIES MUST CUT THROUGH
THE HYPE AND NOISE AND FOCUS ON APPLYING A PRACTICAL APPROACH TO CREATE
MEASURABLE VALUE WHEN INTEGRATING Al & ML INTO OPERATIONS

We all are familiar with the story "The Tortoise and the Hare"—and a speed-to- S
impact approach for Al implementation is similar. Instead of rushing into Al After eStab“Shmg d S_trUCtured
projects with unrealistic speed and ambition, a more prudent approach is to data backbone, continuous
start small and focus efforts where you have ample structured data. Just asthe  learning through feedback

tortoise took measured steps in the race, Al projects should begin with well- Ioops is critical. A vveII—pIarmed

defined and manageable use cases. This approach isn't about being slow or

passive; rather, it's about being deliberate and methodical. and consistent approach to

Al implementation increases
Approximately 80% of the initial effort in Al and ML projects is dedicated to effectiveness and likelihood of
data wrangling. Media and entertainment companies vary on the maturity scale \ .
in terms of mining, structuring, and leveraging data. These companies must SUCCGSS.. Its .nOt about racing
assess and determine their starting point based on data readiness. While they to the finish line but about
have treasure troves of proprietary data, it is often not in good enough shape building a sustainable and
for ML and GenAl. By addressing issues like granularity, data provenance, accurate Al system that can
duplication, and accuracy, companies can transform their unstructured data into

a foundation for scalable ML and GenAl solutions. grow over time.

As media businesses pilot new generative FIGURE 7: Al & ML IMPLEMENTATION FRAMEWORK
Al tools, a challenging next step will be

getting humans to do things differently (e.g.,

accepting and adopting these tools). For

example, organizations that utilize Al and

ML tools in the marketing function will shift

the majority of their staff operations from 1
producing content to more strategic activities
like marketing strategy, planning, and market
activation (e.g., identifying white space and
attacking the market). This transition might
also lead to the merging of cross-functional
teams. In this evolving landscape, empathy
becomes a pivotal factor—caring for the
hearts and minds of the people affected will
be crucial for operational orientation and
effective change management.

N4

,-‘° Continuous
learning/
feedback

Companies should also strike a careful
balance between focusing on Al initiatives
and pre-existing revenue drivers in the
coming year as they navigate how to make
Al a profitable venture.
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O 3 Moderate ad market recovery and mid-single-digit growth likely in 2024

In March, we wrote about the evolving challenges affecting
the advertising market, shedding light on ad spend
headwinds during economic downturns. Our research
indicated that the advertising market often faces a
prolonged recovery period, spanning an estimated 8 to 19
quarters after the broader economy.

Thus far, the recovery has been volatile. According to
Standard Media Index, the U.S. ad market experienced an
average monthly decline of -3.8% in the first half of 2023.
However, Q3 saw a noteworthy turning point with 6.2% year-
over-year growth in July, followed by 1.2% year-over-year
growth in August—the first consecutive months of growth
since early 2022.

While there are promising signs for the ad market in 2024—
the presidential election will provide a $10+ billion boost
in the U.S.—it's unlikely digital growth will return to high-

double-digit rates seen pre-pandemic. Our prediction for
a FY 2024 recovery is in line with industry forecasts,
indicating a moderate rebound and mid-single-digit
growth for overall ad spend. However, this hinges on
broader economic conditions, which remain unclear.

Inflation is a significant factor in this uncertainty. According
to AlixPartners’ 2023 U.S. Retail Holiday-Outlook Survey,
44% of consumers think the economy is doing worse now
than a year ago, and 34% think the economy will be worse
inayear

Over the next three years, the global ad market is
expected to stabilize at a 5% CAGR, but budget shifts
across the advertising value chain are poised to create an
uneven recovery across channels and platforms.

FIGURE 8: GLOBAL ADVERTISING EXPENDITURE BY YEAR ($B, USD)
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https://www.alixpartners.com/media-center/press-releases/us-holiday-retail-forecast/

TRADITIONAL CHANNEL SPEND WILL NOT FULLY RECOVER TO PRE-PANDEMIC
LEVELS AS ADVERTISERS WILL FURTHER REALLOCATE BUDGETS TO

DIGITAL PLATFORMS

found that
49% of advertisers expect budgets to increase in
2024, 43% expect budgets to remain the same and
only 8% expect budgets to decrease. But advertisers
will allocate budget increases toward digital
channels—such as social media, search marketing,
digital displays, streaming video, connected TV
(CTV), and retail media.

We expect reallocation of traditional channel ad
spend from linear TV, print, and radio to total
roughly $10 to 20 billion in 2024. This is in line
with a 1 to 2% global spending reallocation to digital
in 2022 and 2023 but demonstrates a leveling off
compared to previous years, which saw reallocation
rates of 5to 7% over the total market.

In times of economic uncertainty, digital
advertising platforms provide a valuable benefit.
They allow advertisers to swiftly move funds
across various platforms like CTV, retail media
networks, search, and social media. This flexibility
enhances advertisers' ability to adapt to changing
circumstances.

CTV is rapidly approaching Pay TV. CTV is on an
upward trajectory, on track to capture 39% of total
TV ad spend by 2026—posing an imminent threat
to Pay TV's dominance over TV advertising. Over
the next year, we anticipate market dynamics
will accelerate the flow of ad dollars to CTV,
potentially hastening a point of inflection.

AlixPartners 2024 Media and Entertainment Industry Predictions Report

Pay TV has been a trusted and reliable
platform for advertisers for decades,

but its weakening stronghold hinges on
tentpole programming like elections, live
news, and sports—which will continue to
shift toward live-streaming models (more
on this later)

More SVOD price hikes will come in

2024 as providers attempt to draw more
subscribers to ad-supported tiers. We
anticipate Disney and Netflix advertising
video on demand (AVOD) tiers will steadily
gain more traction with advertisers this
year, but at a slower rate than Amazon.
Given the strength of its well-established
ad network, demand for ads on Prime
Video will be significantly higher than that
of other players



https://digiday.com/media-buying/research-briefing-media-agencies-are-cautiously-optimistic-about-2024-client-spending/

As the ad market rebounds, we expect to see scrutiny over
digital-dollar allocation in budgets. Instead of an "everything
but the kitchen sink" approach, advertisers will funnel a larger
portion of their budgets into fewer digital channels that drive
higher engagement with their target audiences.

We expect to see divergence in ad revenue growth across
social media platforms. Intensifying competition and user
growth saturation—approaching 230 million users in the U.S.
(67% of the population) with less than 2% user CAGR through
2025—will drive uneven performance for players over the
next year. For instance, legacy platforms like Facebook and
X (formerly Twitter) will face challenges in retaining users
according to forecasts, suppressing advertiser ROI.

Second-tier platforms, such as Snapchat and Pinterest, will
find it increasingly difficult to compete with larger rivals even
if they serve a niche or offer a differentiated experience in a
specific category, such as shopping or online communities.

Fragmentation and saturation are driving large players, namely
Meta and TikTok, to expand into new functional areas to retain
user engagement, which will create greater convergence.

Platforms moving to innovate with new GenAl tools and
advertising services could win greater share. To do so, they
must offer a compelling value proposition to attract and retain
users and creators, while providing differentiated ad solutions
for brands and creators.

2024 WILL BE A PIVOTAL YEAR

FOR ADVERTISERS TO EVOLVE
DATA & TECHNOLOGY STRATEGIES
TO MITIGATE UNFORESEEN COSTS
AND ROI DAMAGES

Amid the evolving landscape for global data privacy
regulations, marketers face a growing checklist

to comply with the proliferation of policies. Four
more U.S. state laws will take effect in 2024, along
with talks of federal law for Al and data privacy and
tighter EU general data protection regulation (GDPR)
enforcement (including the Digital Markets Act and
Digital Services Act).

Companies will need to be particularly diligent in
maintaining robust data standards and governance
practices as the role of Al in marketing and
advertising evolves. This will expose new blind spot
risks for marketers—who are already required to
disclose how they use personal data to power Al
tools under GDPR.

in media consolidation, but legacy media carve-out activity will drive

04 Regulatory scrutiny and a high cost of capital will likely limit a rebound

dealmaking in 2024

As we examine the menu for media industry dealmaking in the upcoming year, it's evident that there are both sweet
and sour ingredients. The Federal Reserve's expectation to maintain interest rates above 5% until 2024 will be a
significant headwind. A higher-for-longer rate environment will intensify the difficulties faced by those seeking to
secure debt financing for mergers and acquisitions, further complicating the dealmaking landscape.

We also anticipate greater regulatory actions aimed at curbing antitrust and anticompetitive practices will result in

blocked tech and digital media acquisitions in 2024.

Due to these factors, it's unlikely that we will see a substantial surge in media deal volume in 2024 beyond a slight
uptick. But we see some areas across the ecosystem where dealmaking activity could gain momentum.
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LEGACY MEDIA REACHING ITS TIPPING The disruption of legacy media has reached a critical

POINT WILL GENERATE INCREASED inflection point, propelled by the rapid acceleration of
CONSOLIDATION AND CARVE-OUT digital trends along with macro pressures. Trends such as

d-cutting and ad market shifts are just a few examples
ACTIVITY IN Q4 AND 2024 oo

contributing to a sustained decline in legacy media’s
performance over the last 48 months.

We predict that diversified media companies will look
to offload owned and operated legacy media assets.
This strategic move aims to unlock cash to reduce their
debt burdens—which will reach a steep maturity wall
over the next few years—and zero in their focus on their
digital business model. We saw a preview of this trend in
the second half of 2023 with Paramount's sale of Simon
& Schuster to KKR (and near-sale of BET), and rumors
surrounding Disney's potential sale of linear assets

like ABC.

Several factors are driving decisions to sell off legacy
media assets, including suppressed profits in the legacy
media sector and a growing urgency to enhance the
profitability of digital businesses.

FIGURE 9: WE SEE THREE FACTORS DRIVING THE OPPORTUNITY FOR LEGACY MEDIA
CONSOLIDATION AND CARVE-OUT ACTIVITY
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Legacy media assets retain significant underlying IP value, and operational transformation can drive value creation and
unlock profit opportunities.

Heightened regulatory scrutiny can pose substantial obstacles for industry peers and direct competitors looking to acquire
these assets. Under certain circumstances where parent companies face pressure to divest noncore assets for cash,
private equity deals may emerge as a more attractive and mutually beneficial option.

MORE AD TECH CONSOLIDATION TO COME, BUT FIRST MORE PARTNERSHIPS

Dealmaking in the ad tech space blossomed in 2021, only to be disrupted by worsening economic conditions before
reaching a point of inflection (see below). Consolidation will likely reaccelerate in the coming years as the number of
players continues to grow (see below), but the high cost of capital could delay any significant influx of dealmaking in
the space.

FIGURE 10: AD TECH & MARTECH LANDSCAPE

Total # of Ad Tech and MarTech Players by year’ Ad Tech and MarTech Deal Volume by year

New entrants continue to emerge, despite
growing competitive and macro pressures
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Instead, we expect more strategic Worsening ad market saturation has made it challenging for vendors to
partnerships and collaboration generate strong cash flows. Also, marketers across industries will keep

looking to consolidate their ad and MarTech stacks to lower costs and
improve supply path optimization (SP0O), emphasizing the need for a
strong value proposition to become a preferred vendor.

among ad tech vendors in 2024.

Greater demand for a single or unified ad server will drive the proliferation
of creative collaborations along the ad tech value chain. Enhanced access
to a broader customer base sourced through synergistic partnerships,
along with new revenue, will help drive continued value creation. This
shift towards collaboration marks a new way of doing business in ad
tech, providing new solutions to sustain a competitive edge and secure

a prominent place in the market. Companies will need to be more
discerning in choosing the right partnerships to go to market, with an eye
toward emerging spaces like CTV and retail media. We believe successful
partnerships will be a strong foundation for future M&A pairings when
dealmaking conditions improve.
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2024 will be a year of reinvention and reinvestment in the future of
local news

Local news has been in decline since the start of the digital boom. Its traditional economic model, heavily reliant on
advertising for revenue, has been disrupted by tectonic shifts in the media and technology landscape. As social media, big
tech, and digital video platforms captured the lion's share of media consumption, advertisers followed—leaving little market
share for traditional local news.

The growing pressure on the industry has triggered consolidation, leading to less diversity, variety, robustness, and
community-centric news. As local news fades in pockets across the U.S., entire communities are left without essential
coverage. These headwinds have also triggered a nascent period of reinvention in local news, in which the traditional
business model can evolve with new ideas and approaches.

THIS YEAR WILL BE A PERIOD OF TRANSFORMATION AND RENEWAL FOR LOCAL
BROADCAST NEWS, AS NETWORKS FOCUS ON HIGH-QUALITY, RELEVANT, AND
ENGAGING PROGRAMMING

A market correction for peak TV content will extend to local TV broadcasting, and network affiliates will look to streamline
operations and balance content volume with quality and relevance. A greater focus on hyperlocal and personalized content
will be a differentiator that fosters a strong connection with local communities. Cox has introduced "Neighborhood TV," an
innovative streaming news service that delivers hyperlocal, niche content to small zones around a six-to-eight-mile radius
in Georgia and North Carolina.

Expanding reach through digital channels will accelerate as more linear TV channels become available on free ad-
supported TV (FAST) and live-streaming models. Embracing a multiplatform distribution model is table stakes for retaining
traditional broadcast audiences and reaching fragmented audiences. For example, local broadcasters tapping into
traditional over-the-air, as well as CTV, mobile, and internet platforms, can claim a larger share of political ad spend during
the 2024 elections.

However, a commitment to multiple platforms can dilute local news products and contribute to journalist burnout.
According to E.W. Scripps (“Scripps”) CEO Adam Symson, supporting a multiplatform approach requires a shift from
traditional operations and processes and a renewed commitment to quality journalism. During the first half of 2023,
Scripps leadership aligned on an ambitious four-point plan to reinvent and reinvest in local news:

Emphasize beat reporting and community-relevant issues
Leverage technology to reallocate resources to journalism

Invest in the future of journalism by investing in its people

~OWON =

Integrate Scripps News coverage more deeply into its local news products

As a core part of its objective to provide fact-based news coverage with
deeper context, Scripps will add 250 resources to local reporting teams
and invest $10 million to increase journalist compensation. The fuel to

reinvest in these areas was largely funded through tech modernization,

allowing Scripps to shift production resources towards more reporters
and news-gathering staff.
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https://www.forbes.com/sites/bradadgate/2023/08/24/cox-launches-neighborhood-tv-a-hyperlocal-streaming-news-service/?sh=18c54ec07175

LOCAL NEWSPAPERS AND PUBLISHERS FACE A GLOOMIER OUTLOOK. HOWEVER,
BUSINESS MODEL INNOVATION AND A PUSH TO REVITALIZE LOCAL JOURNALISM
WILL HELP OFFSET DECLINES

The problem could get worse before it gets better as large owners of local newspaper subsidiaries warn about a further
reduction to the number of outlets aimed at serving local communities. While shared resources and economies of scale
result in cost savings, local news outlets struggle with significantly lower digital subscription revenues vs. print. Intense
competition from various free alternatives and social media further erodes revenue, forcing for-profit news organizations to
pivot to survive.

FIGURE 11: NEWSPAPERS HAVE BEEN IN CONTINUOUS DECLINE SINCE THE DOTCOM ERA, BUT A
NEW PHILANTHROPIC APPROACH COULD MITIGATE OR REVERSE FUTURE DECLINES

Post-dotcom bubble and Press Forward consortium of philanthropies
proliferation of social media pledges $500M to local journalism

l over 5 years
“7

COVID-19 Pandemic

Newspapers continue to
close at a rate of 2/week

# OF NEWSPAPERS IN THE U.S.

2005 2019 2023 2025

Source: UNC, Northwestern University, NYTimes

Although the future of local We anticipate more news organizations will transition from private businesses to

joumalism may appear bleak nonprofit models such as cooperatives or community-based organizations.

there is room for optimism, One of the two print-and-digital news sources is a non-profit collective. A third is
especially with the emergence a digital-only volunteer-run organization. This diversity in approach indicates an

. . environment rich with experimentation to find sustainable solutions
of new philanthropic models.
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FIGURE 12: PUBLISHERS SHOULD THINK ABOUT NEW APPROACHES TO DRIVE LONG-TERM SUSTAINABILITY

e

LEVERAGE TECHNOLOGY
TO FACILITATE
RE-INVESTMENT IN
JOURNALISTS

(4 Modernize back-end tech and
automate manual production
processes to drive cost-saving

@/ Reinvest in hiring more journalists,

improving compensation, and
beat reporting

~ Add targeted coverage areas and
seasonal reporting to attract
new readers

6/ Are there opportunities to expand
collaborative efforts with
historical societies/museums,
schools/universities, and local
sports leagues to further
beat reporting?

EVOLVE BUSINESS
MODELS TO INCLUDE
PHILANTHROPIC
FUNDING

(4 Diversify revenue streams across
advertising, print/digital
subscription, events and
sponsorships, and philanthropy

~ Leverage and expand
philanthropic funding to serve as
a bridge strategy for a more
sustainable future model

6/ Are there avenues to partner with
neighboring communities,

broadcasting stations (TV, Radio),

and local businesses to
foster growth at scale and
share resources?

6/ Can publishers bundle
subscriptions or run promotions
with local partner products?
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ADAPT COVERAGE
AND DISTRIBUTION
TO LOCAL MARKETS

(4 Understand local/regional
audience and their news
consumption patterns, online
engagement habits,
demographics, etc.

(& Embrace multiplatform
distribution (email/e-newsletters,
mobile, podcasting, short-form
video, etc.), determining which
drives highest traffic

(4 Adjust platforms based on beat
reporting in the local markets,
determining the best combination
across print, digital, broadcast
and more




CHANGE IS THE ONLY CONSTANT—BUT THE MEDIA ECOSYSTEM REMAINS RIPE WITH
OPPORTUNITY FOR INNOVATIVE PLAYERS TO WIN AND GROW

As we enter 2024, we believe our five core predictions will determine the future direction
of the industry:

Wholesale distribution will fuel subscriber growth for streaming services—
bringing operators and streamers together as companies search for a long-term
replacement for the Pay TV model

Artificial intelligence will transform the operational and competitive

landscape, but successful integration hinges on a deliberate approach, data
transformation, and change management—although we do not expect generative
Al to replace human creative output, especially around premium content

—
/\/\'O Moderate ad market recovery and mid-single-digit growth is likely—but this
[\ hinges on macroeconomic conditions that remain unclear

9 Regulatory scrutiny and a high cost of capital will limit a rebound in M&A
M activity—but legacy media carve-out activity will drive dealmaking

2024 will be a year of reinvention and reinvestment in local news—in which the
traditional business model can evolve with new ideas and approaches

At AlixPartners, we have deep experience
working with management teams and
investors to help media companies stay
ahead of market shifts. By evaluating key

operational and strategic levers across the
business, we help media companies drive
value creation and profitable growth.
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